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ASSESSMENT PRACTICES SURVEY

A copy of the Imperid County Assessment Practices Survey Report is enclosed for your information.
The Board of Equdization (BOE) completed this survey in fulfillment of the provisions of sections
15640-15646 of the Government Code. These code sections provide that the BOE shall make surveys
in each county and city and county to determine that the practices and procedures used by the county
asses30r in the valuation of properties are in conformity with al provisons of law.

The Honorable Jose M. Rodriguez, Jr., Imperia County Assessor, was provided a draft of this report
and given an opportunity to file awritten response to the findings and recommendations contained
therein. The report, the assessor's response, and the BOE's comments regarding the assessor's
response congtitute the find survey report which is distributed to the Governor, the Attorney Generd,
and the State Legidature; and to the Imperiad County Board of Supervisors, and Grand Jury.

The BOE's County Property Tax Divison performed fieldwork for this survey of the Imperid County
Assessor's Office from September through December 2000. The report does not reflect changes
implemented by the assessor after the fieldwork was completed.

The survey process inherently requires the interruption of normal office work routines. We thank Mr.
Rodriguez and his staff for their cooperation and patience during this assessment practices survey.

These survey reports give government officids in Cdifornia charged with property tax administration the
opportunity to exchange ideas for the mutua benefit of dl participants and stakeholders. We encourage
you to share with us your questions, comments, and suggestions for improvement.

Sincerdly,
/9 David J. Gau

David J. Gau
Deputy Director
Property Taxes Department

DJG:jm
Enclosure
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INTRODUCTION

Although county government has the primary responsibility for local property tax assessment, the State
has both a public palicy interest and afinancid interest in promoting fair and equitable assessments
throughout California The public policy interest arises from the enormous impact of property taxes on
taxpayers and the inherently subjective nature of the assessment process. The financid interest comes
from the fact that haf or more of dl property tax revenuesis used to fund public schools and the Stateis
required to backfill any shortfals from that property tax funding.

The assessment practices survey program is one of the State's mgjor efforts to address those interests
and to promote uniformity, fairness, equity, and integrity in the property tax assessment process. Under
this program, the State Board of Equalization (BOE) periodically reviews (surveys) every county
asessor's office. This report reflects the BOE's findingsin its current survey of the Imperid County
Assessor's Office.

Readers of previous assessment practices survey reports will note severd distinct changesin the format
of the report. Among other things, the previous reports commonly contained multi-part
recommendations and forma suggestions. Each recommended changeis now listed as a separate
recommendation. Items that would have been forma suggestions under the previous format are now
ether recommendations or are stated informaly within the text of the report. Both of these changes
increased the number of recommendations in the survey reports.

The assessor is required to file with the board of supervisors a response that indicates the manner in
which the assessor has implemented, intends to implement, or the reasons for not implementing the
recommendations contained in this report. Copies of the response are to be sent to the Governor, the
Attorney Generd, the BOE, the Senate and Assembly, the Imperid County Grand Jury, and the
Assessment Appeds Board. That responseis to be filed within one year of the date the report isissued
and annudly thereafter until al issues are resolved. The Honorable Jose M. Rodriguez, ., Imperid
County Assessor, dected to file hisinitia response prior to the publication of our survey; itisincluded in
this report following the Appendices.

While typical management audit reports emphasize problem aress, they say little about operations that
are performed correctly. Assessment practices survey reports aso tend to emphasize problem aress,
but they aso contain information required by law (see Scope of Assessment Practices Surveys) and
information that may be useful to other assessors. The laiter informetion is provided in the hope thet the
report will promote uniform, effective, and efficient assessment practices throughout Cdifornia.



Imperial County Assessment Practices Survey May 2002

SCOPE OF ASSESSMENT PRACTICES SURVEYS

Government Code sections 15640 and 15642 define the scope of an assessment practices survey. As
directed by those statutes, our survey addresses the adequacy of the procedures and practices
employed by the assessor in the valuation of property, the performance of other duties enjoined upon
the assessor, and the volume of assessing work as measured by property type. As directed by
Government Code section 15644, this survey report includes recommendations for improvement to the
practices and procedures found by the BOE's survey team.

In addition, Revenue and Taxation Code section 75.60" requires the BOE to determine whether the
county assessment roll meets a minimum assessment level. This certification may be accomplished ether
by conducting an assessment sample or by determining, through objective standards—defined by
regulation—theat there are no sgnificant assessment problems. The statutory and regulatory requirements
pertaining to the assessment practices survey program are detailed in Appendix C.

Our survey of the Imperid County Assessor's Office included reviews of the assessor's records,
interviews with the assessor and his saff, and contact with other public agenciesin Imperia County with
information relevant to the property tax assessment program.

This survey dso included an assessment sample of the 2000 assessment roll to determine the average
levd (ratio) of assessment for dl properties and the digparity among assessments within the sample. The
ideal assessment ratio is 100 percent, and the minimum acceptable ratio is 95 percent. Disparity among
asessments is measured by the sum of absolute differences found in the sample; the ided sum of
absolute differences is 0 percent and the maximum acceptable number is 7.5 percent. If the assessment
roll meets the minimum standards for ratio and disparity, the county is eigible to continue to recover the
adminidrative costs of processing supplemental assessments. The sampling program is described in
detall in Appendix B.

An assessment practices survey isnot an audit of the assessor's entire operation. We do not examine
internd fisca controls or the internad management of an assessor's office outsde those areas reated to
assessment.

L All statutory references are to the Revenue and Taxation Code, unless otherwise indicated.
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EXECUTIVE SUMMARY

As dtated in the Introduction, this report emphasizes problem areas we found in the assessor's
operaions. However, it dso identifies program e ements that we found particularly effective and
describes areas of improvement since our |ast assessment practices survey.

The Imperial County Assessor's budget for 1999-2000 was $1,107,427, which funded 24
positions. The total value of the secured and unsecured assessment rolls was $5.8 billion. There
were 76,000 gppraisd unitsin Imperid County.

At the time of our fieldwork, the assessor had not participated in the State-County Property Tax
Adminigration Loan Program.

Although the assessor has made subgtantia improvementsin the level of automation and computer
systems being used in the office, the office is without a forma written procedures manua. Quality
control standards are informal but appear to be reasonably effective.

The assessment gpped s function is administered effectively.

Three recommendations address disaster relief policies: (1) the assessor should review disaster relief
vaue caculations to ensure that the assessed value reduction totals no more than the value of the
actud loss, (2) the current disaster relief notice does not contain al of the information required by
datute, and (3) the assessor should include the month of damage when calculating the disaster rdlief
vaue.

Roll corrections and exemptions are administered effectively.

The assessor should devel op written procedures for the decline-in-va ue assessment program.
New congtruction discovery and assessment are administered effectively.

Annua decline-in-vaue reviews are gpproximately two years behind schedule.

The supplementd assessment program is in compliance with al satutory provisons.

Possessory interest assessment procedures are the subjects of two recommendations: (1)
possessory interests should be regppraised only upon a change in ownership or the termination of
the reasonably anticipated term of possession, and (2) written procedures for the administration of
the possessory interest program should be devel oped.

The assessor sometimes grants an additional year of exemption for new trees, beyond the four years
authorized by the California Congtitution and rule 131.2

2 All referencesto rulesrefer to Title 18, California Code of Regulations.

3
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Some perennia crops escape assessment and are misclassified.

The assessor should improve the coordination of apartment persona property assessments between
hisrea property and persond property divisons. In contragt, the two divisons communicate
effectively to ensure proper assessment of commercid and industrid tenant improvements.

Manufactured homes should be reviewed for declinesin vaue on aregular bass, and we suggest
the assessor undertake specid efforts to ensure that pecid districts do not levy specia assessments
on manufactured homes.

Pipeline rights-of-way are assessed pursuant to statutory guidelines.

The business property divison should review the direct billing program and include only those
businesses with higtoricaly stable property holdingsin the program.

The assessor's mandatory audit program is not current.

The assessor should obtain Sgned waivers of the statute of limitations when an audit will not be
completed on time.

The nonmandatory audit program should be expanded to include chronic nonfilers of property
satements.

The exemption status of hitorica arcraft should be reviewed.

The Imperid County assessment roll meets the requirements for assessment qudity established by
section 75.60. Our sample of the 2000 assessment roll indicated an average assessment ratio of
97.51 percent, and the sum of the absolute differences from the required assessment level was 3.02
percent. Accordingly, the BOE certifies that Imperiad County is digible to continue receiving
reimbursement of cogts associated with administering supplementa assessments.

Hereisalig of forma recommendations contained in this report, arranged in the order they appear in
the text.

RECOMMENDATION 1:  Limit disagter rdief to no more than the vaue of the actud damage
pursuant to Section 170(h)......ccceevvrreereriiierer e 10

RECOMMENDATION 2:  Revissthe disaster relief notice to include the information required by
S o0 0 I (0 (o) TP R 10

RECOMMENDATION 3:  When processing disaster rdlief clams, include the month of damege
when caculating the new assessed vaue, as required by section
(0 () RSP SSRSPN 11

RECOMMENDATION 4:  Deveop and implement awritten policy for making cash equivadent
AOJUSIMENES. ... .o 14
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RECOMMENDATION 5:

RECOMMENDATION 6:

RECOMMENDATION 7:

RECOMMENDATION 8:

RECOMMENDATION 9:

RECOMMENDATION 10:

RECOMMENDATION 11:

RECOMMENDATION 12:

RECOMMENDATION 13:

RECOMMENDATION 14:

RECOMMENDATION 15:

RECOMMENDATION 16:

RECOMMENDATION 17:

RECOMMENDATION 18:

RECOMMENDATION 19:

May 2002

Develop written procedures for the decline-in-vaue program. ........ 16

Annualy review dl parcestha have experienced adecline in vaue,
asrequired Dy SECON SL........coviiiiiiereee e 16

Enroll and classify perennid cropsasland. .........ccccceeeveeiveciecnee 17

Do not extend the exemption period for trees and vines beyond the
period provided by [aw. ........cccoveeeiieceeesee e 17

Do not regppraise a taxable possessory interest based on a renewal
or extenson until the end of the reasonably anticipated term of
possession used to value that possessory interest, as required by

S < 010 11 R 18

Develop written procedures for the possessory interest assessment
(0070 = 1 0 PP RRTRRP 19

Enroll leach pads, tailing facilities, and settling ponds as
separate appraisa unitsas required by law. ........ccceveveveecvcceecenee, 20

Review accountsin the current direct billing program and include only
those accounts that have historicaly reported stable vauesin the
(04076 £= 0 1 TR 22

Bring the mandatory audit program to current Satus. ............cc....... 23

Prioritize those mandatory audit accounts where the property owners
refuse to sgn waivers of the satute of limitations. ............cccceeveeeee. 23

Expand the nonmandatory audit program to include chronic norfiling
taxpayers and other DUSINESSES. ........ccvveeve e 24

Use the appropriate percent good factors for new and

used agriculturd eQUIPMEN.........ccveveereeeceee e 24
Annudly review manufactured home vaues to identify

deCliNESINVAIUE. ......ocveeieee e 25
Improve the coordination of apartment persona property assessments
between the red property and business property divisons.............. 26
Review the exemption status of higtoricd arcraft. ...........ccccvveneeeee 27
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RESULTSOF THE 1996 SURVEY

New Construction

The assessor was not issuing supplementa assessments for newly constructed leasehold improvements
classfied as structures. We found the assessor now enrolls supplementa assessments on such newly
congtructed leasehold improvements.

Manufactured Homes

A two-part recommendation addressed manufactured home assessment procedures. First, we
recommended the assessor enroll owner-added accessories to manufactured homes subject to the
vehicle license fee. Secondly, we recommended the assessor calculate the factored base year vaues for
manufactured homes. The assessor now enrolls owner-added accessories to and calculates new
factored base year vaues for manufactured homes.

Taxable Possessory Interests

Possessory interest gppraisal practices were the topic of a four-part recommendation. The assessor was
(2) incorrectly and automatically reducing the anticipated term of possession for possessory interests,

(2) using unreasonably short terms of possession for possessory interests at the fairgrounds and county
arport, (3) faling to assess al possessory interests a the fairgrounds, and (4) failing to add the present
worth of contract rents to the reported saes prices of cabins on government-owned lands. During our
current survey, we found the assessor implemented the latter three parts of this recommendation. The
BOE is currently reviewing the issue of when terms of possession should be reduced.

Water Utility Property

We recommended the assessor review parcels owned by mutual water utilities to determine whether
they should be assgned a zero or token value. We found that he has implemented this recommendation.

Low-Value Property Exemption

We recommended that the assessor petition the board of supervisors to enact alow-value property
exemption ordinance. We have since determined that the BOE does not have the authority to direct a
county to adopt a low-vaue property exemption ordinance; that recommendation no longer applies.

Business Property Valuation

We recommended the assessor value and classify fixtures congstently, regardiess of whether the
property is enrolled on the secured or unsecured roll. We found that the assessor has implemented this
recommendation.
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Vessels

We recommended that the assessor revise his vessd forms to comply with statutory requirements. The
asessor has implemented this recommendation and now uses the BOE-prescribed form.
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OVERVIEW OF THE IMPERIAL COUNTY ASSESSOR'S OFFICE
Budget and Workload

For fiscal year 1999-2000 the assessor operated on a budget of $1,107,427. The assessor has a staff
of 24 employees.

The total assessed va ue of the 2000 assessment roll was gpproximately $5.8 billion, including both the
secured and unsecured ralls. The assessment roll conssted of over 76,000 units—70,665 units on the
secured roll and the balance on the unsecured rall.

Experiencing nearly 100 percent turnover of his gppraisal staff—and a 25 percent turnover of his
clericd staff—the assessor has managed to produce recent assessment rollstimely despite heavy Steff
turnover over the last two years.

Assessment Roll by Property Type

Thefollowing chart displays pertinent information from the 2000 assessment roll. Thisinformation was
obtained from areview of summary roll reports generated by the assessor's computer system.

Number of Assessments
Property Type in County Enrolled Vaues
Residentid 25,282
Commercid 4,278
Industridl 992
Agriculturd 6,136
Desart Parcds, Vacant Residentid Lots, Other 33,977
Tota Secured Roll 70,665 $5,009,361,244
Totd Unsecured Roll
(personal property except manufactured homes) 5,804 $ 779,442,278
Totd Rall 76,469 $5,788,803,522
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ADMINISTRATION

This portion of the survey report focuses on the adminigtrative policies and procedures of the assessor's
office that affect both the red property and business property assessment programs. We examined the
preparation and presentation of assessment appedls, disaster relief, the assessor's participation in the
State-County Property Tax Adminigtration Loan Program, changes to the completed assessment roll,
low-va ue property exemption, and church, religious, and welfare exemptions.

Assessment Appeals

The assessment gpped s function is mandated by article X111, section 16, of the Cdifornia Congtitution.
Sections 1601 through 1641.2 are the statutory authorities that govern county boards of supervisorsin
the appedls function. In addition, Government Code section 15606(c) directs the BOE to prescribe
rules and regulations to govern loca boards of equalization. Pursuant to that mandate, the BOE adopted
rules 301 through 326 regarding assessment appeals.

A review of the apped s function involves both the activities of the assessor's office and the activities of
the local board of equalization or county assessment appeds board as they relate to assessment
gppeds. The two agencies must have a good working relaionship in order to make the entire appeals
process effective and efficient, particularly in the areas of hearing schedules and document processing.
However, a the same time, the agencies must maintain the statutory separation of authority and
respongbilities. The following table displays how assessment gppedls were resolved during recent
assessment years.

M ethod of Resolution
Roll | Appeals AAB Cases Heard Denied for Lack
Year |Resolved Reduced| Sustained| Increased | of Appearance | Stipulation | Invaid | Withdrawn
98-99 118 0 11 0 0 55 23 29
97-98 129 0 12 0 0 35 12 70
96-97 205 3 0 0 6 55 4 137
95-96 122 2 1 0 0 53 1 65

Note: No datawas available for the 1999-2000 assessment year.

We reviewed the preparation for several assessment appedals as part of our research. We found that the
assessor administers his assessment apped s program competently.
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Disaster Relief

Section 170 authorizes a county board of supervisors to adopt an ordinance providing property tax
relief to assessees whose properties have been damaged or destroyed through no fault of the assessees.
The ordinance may gpply to amagor misfortune or calamity within aregion that has been declared to be
in adate of disaster by the governor, aswell asto any other misfortune or calamity. The ordinance may
specify aperiod of time within which the ordinance shdl be effective, or it may remain in effect until
repesled.

To obtain disaster rdief, an assessee must make a written application to the assessor requesting
reassessment within 60 days of the misfortune or calamity. However, if no gpplication is made and if the
asessor becomes aware of a property damaged by misfortune or calamity within the previous Six
months, the assessor may ether provide the last known assessee with an application for reassessment or
revalue the property with the gpprova of the board of supervisors.

The Imperia County Board of Supervisors adopted Ordinance #529 in January 1975 to provide for
disaster relief. The board amended this ordinance in February 1977, (Ordinance #603). The assessor
discovers calamities through building permits, newspaper articles, and other media, aswell asfire
reports, taxpayer reports, field canvassing, and inspections.

For the 1999-2000 roll year, the assessor received 20 applications for disaster relief. Ten applicants
were granted relief, but nine applicants were denied relief because their damages did not mest the
minimum qualifying amount of five thousand dollars ($5,000) or because their applications were not filed
in atimely manner. One gpplication was filed with respect to a property that was dready tax-exempt.

RECOMMENDATION 1:  Limit disagter rdief to no more than the vaue of the actud damage
pursuant to section 170(b).

We found two properties that were granted disaster relief greater than the actua vaue of the damage.
Section 170(b) provides, in part, that "[ T]he amount of the reduction shal not exceed the actud loss.”
This section limits the property tax relief to an amount not greater than the vaue of the actud damage,
regardiess of the assessed value. By granting disaster rdlief in an amount greater than the actual damage,
the assessor has underassessed those properties.

We recommend the assessor review disaster rdief vaue cdculations to ensure that the assessed value
reduction totals no more than the value of the actual loss.

RECOMMENDATION 2:  Revissthe disaster relief notice to include the information required by
section 170(c).

When granting disaster reief, the assessor notifies taxpayers by sending a Notice of Supplemental
Assessment, dong with aletter of explanaion. While the letter contains information concerning base
year value gppedls, it lacks the assessment gpped language specific to reassessments resulting from
dissster rdidf.

10
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Section 170(c) requires that, "The notice shal gate that the applicant may apped the proposed
reassessment to the loca board of equalization within 14 days of the date of mailing the notice.”

We recommend that the assessor amend his Notice of Supplemental Assessment to include the
information required by statute.

RECOMMENDATION 3:  When processing disaster rdlief clams, include the month of damage
when ca culating the new assessed vaue, as required by section
170(e).

When granting disaster relief, the assessor prorates the amount of relief arting the first month after the
occurrence of the caamity. However, section 170(e) provides that the prorated taxes are "to be
determined on the basis of the number of monthsin the fisca year after the damage or destruction,
including the month in which the damage was incurred.”

We recommend that the assessor comply with section 170(e) by including disaster relief for the month in
which the damage was incurred.

State-County Property Tax Administration Loan Program

Imperia County did not participate in the State-County Property Tax Administration Loan Program
(PTAP) at thetime of our fieldwork. We found that the previous assessor chose not to pursue PTAP
funding, rdying primarily on the budget supplied by the Imperid County Board of Supervisors.
However, the current assessor has prepared and submitted a PTAP gpplication to the State Department
of Finance. Under the guidelines in section 95.31, Imperia County is digible for up to $231,673in
annua PTAP funding.

Roll Change Procedures

Roll changes occur when the assessor changes assessed va ues after the assessment roll has been turned
over to the county auditor. After the roll is delivered to the auditor, changes may be made, with afew
exceptions, any time within four years of the date of the assessment that is being corrected. Roll changes
are authorized for avariety of reasons by sections 531, 4831, and 4831.5. The mogt typicd roll
changes result from escaped new congtruction, clerica errors, and current market values that are less
than factored base year values.

For the 1999-2000 roll year, the assessor processed 722 roll corrections. We reviewed 24 roll
corrections. All of the assessor's roll change procedures we reviewed comply with statutory
requirements.

11
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Low-Value Property Exemption

The Imperia County Board of Supervisors has not adopted a low-va ue property exemption ordinance
or resolution. The county has alarge number of low-vaue red property parcels with sgnificant specid
assessments. Since eiminating these parcels from the roll would have an adverse fiscal impact on severd
jurisdictions in the county, the county determined that alow-vaue property exemption ordinance was
inappropriate. We found that the assessor properly enrolls low-value property.

Exemptions

The Cdifornia Condtitution exempts certain types of property from property taxation, and authorizes the
Legidature to exempt other types of property. Mgor exemption programs include the church, religious,
welfare, homeowners, and disabled veterans exemptions. The assessor administers most of these
exemption programs localy. The welfare exemption program is adminigtrated jointly by the BOE and
county assessors.

We reviewed the assessor's exemption programs and found them to be administered properly.

12
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ASSESSMENT OF REAL PROPERTY

The assessor's redl property assessment program includes (1) revauation of properties that have
changed ownership, (2) vauation of assessable new congtruction, (3) annua review of properties having
market values below their factored base year values, and (4) review of certain properties subject to
gpecia assessment provisions.

Change in Ownership

One of the assessor's duties is to identify and value redl property that has changed ownership. Section
60 defines a change in ownership as the transfer of a present interest in redl property, including the
beneficid use thereof, the vaue of which is substantialy equa to the vaue of the fee interest.

Sections 62 through 69.5 exclude certain transfers from the definition of change in ownership.
Exclusonsinclude, but are not limited to, interspousd transfers, quaifying transfers between parents and
children, and property acquired as a replacement for property taken by eminent domain.

Most often, the assessor learns of a change in ownership when adeed is recorded at the county
recorder's office. The assessor reviews each recorded deed to discover changes in ownership that
trigger new base year values. For the 1999-2000 assessment year, the assessor reviewed 5,311
recorded documents. Of these, the assessor determined 4,414 documents represented reappraisable
changes in ownership.

PCOR/COS Processing

In addition to the recorded deeds, the county recorder transmits the Preliminary Change in Ownership
Reports (PCOR's) filed with the recorded deeds to the assessor. Section 480 requires transferees of
locally-assessed red property to file a PCOR or Change in Ownership Statement (COS) with the
county recorder or assessor. Section 482 also provides for a penalty upon the failure to file a COS after
awritten request by the assessor. For assessment year 1999, there were 252 COS's processed, with
only one penalty applied for noncompliance. For 1998, there were two noncompliance pendties, and
during 1997 there were no noncompliance pendties.

Cash Equivalent Adjustment

Section 110 defines fair market value in terms of "cash or its equivaent.” Rule 4 provides that when
using saes prices of the subject or comparable properties for the purpose of vauation, the appraiser
shall adjust those purchase prices to reflect amounts equivaent to cash. A cash equivaent adjustment
may be required for sdlesinvolving (1) assumed loans or new loans (e.g., promissory notes) that reflect
non-market or atypica financing terms; (2) seller-paid loan points paid to athird party (eg., an
ingtitutional lender) as part of the buyer's financing; and (3) any tangible property that the seller accepted
in lieu of cash asfull or partid consderation.
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RECOMMENDATION 4:  Deveop and implement awritten policy for making cash equivaent
adjustments.

The assessor does not have aforma written policy or procedure for making cash equivaent
adjustments. These adjustments are made by the apprai sers when the evidence dictates.

After such apolicy isimplemented, periodic reviews by a designated member of the gppraisad Staff
should be made to ensure that such cash equivaency adjustments are made in compliance with
goplicable laws.

Legal Entity Ownership Program

Section 64(c) providesthat achange in control of alegd entity isachange in ownership of dl red
property owned by that legal entity, as of the date of the change in contral. In that instance, the red
property owned by the legd entity is subject to regppraisa. The Legd Entity Ownership Program
(LEOP) of the BOE's Palicy, Planning, and Standards Division assists assessors in the discovery of
legd entities that have experienced changesin control.

Each reported change in control isinvestigated and verified by the LEOP gtaff. The LEOP unit
periodicaly transmitsalist of such entities to each county indicating the date of each changein control
and the affected parcels within that county .

We reviewed 15 gppraisa records of propertieslisted in recent LEOP reports. The assessor had
regppraised dl parcels shortly after notification by the LEOP unit. Appraisa records were properly
documented for the reported changesin control.

Parent/Child and Grandparent/Grandchild Transfers

Section 63.1 excludes from the definition of "change in ownership” the purchase or transfer, on or after
November 6, 1986, of the principa residence and the first $1 million of other redl property between
parents and children, upon submission of atimely dam. In 1996, the voters modified this definition to
include qudifying purchases or transfers between grandparents and their grandchild or grandchildren
occurring on or after March 27, 1996.

During 1999, the assessor processed 1,098 Parent/Child exclusion claims with an approval rate of
gpproximately 80 percent. We found the assessor's procedures for handling Parent/Child exclusion
clamsto be entirdy consstent with the law and dl BOE recommendations. Our review of the claims
and other related documents for this program found that claims are carefully reviewed and processed by
the assessor.
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Section 408.1 Transfer Listing

Asrequired by section 408.1, the assessor maintains a two-year transfer list that contains those data
elements listed within that section. As permitted by section 408.1(d), the assessor charges a $10 fee for
use of the trangfer lig.

New Construction

Section 71 requires the assessor to regppraise newly constructed rea property upon the date of
completion, or on each lien date while congtruction isin progress. Like most counties, the assessor
discovers most new congruction activity from the building permits issued by various government
agencies. The assessor reviewed 2,026 building permits during the 1999-2000 assessment year. Other
discovery methods include reviewing agrid photographs, news reports, and conducting field ingpections.
In addition, new condiruction activity was discovered while performing fieldwork and through
information contained on the business property statements.

We found that the assessor has an effective new congtruction assessment program.
Decline in Value

Section 51 requires the assessor to value taxable real property at the lesser of its factored base year
vaue or the current market value, as defined in section 110. Whenever a property's current market
vaue declines below its factored base year vaue for any reason, that lower value must be enrolled as
the taxable value for the year or years of the decline. Any assessment enrolled as adecline in vaue
requires annua review until the property's current market val ue exceeds the factored base year vaue.
The factored base year vaue is then restored as the taxable vaue.

Although not required by law to regppraise every property annualy, most assessors make a concerted
effort to monitor market trends and individua property situationsin order to recognize vaue declines.
Until recently, overal property vauesin Cdifornia had been declining. As aresult, most assessors
offices were overwhelmed with appeds from taxpayers who believed their properties had experienced
declinesin vaue.

For the 2000 assessment roll, the assessor enrolled gpproximately 21,000 parcels as declinesin value.
Thisrdétively large number of decline-in-vaue assessmentsis largdy due to the lossin market vaue
suffered by vacant resdentia lots in the Saton Sea area. While the assessor gppears to be
conscientious in his adminigration of the decline-in-vaue program, we found severd areas where
improvements could be made.
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RECOMMENDATION 5:  Develop written procedures for the decline-in-value program.

We found incongstencies in the assessment of vacant lotsin the Saton Seaarea. Mogt of the vacant
resdentid lots in this market area were assessed at $1,000 for the 2000 assessment roll, which was
substantialy less than their factored base year vaues. However, lots that sold during 1997 and 1998
were assessed for the 2000 assessment roll at their factored base year vaues, which ranged from
$1,058 to $1,246.

Itishighly unlikely that the market values of these properties are increasing in vaue while the market
vaues of other very smilar properties are stable or decreasing. To promote consistency in the decline-
in~value program, we recommend the assessor develop and implement written policies and procedures
for that program.

RECOMMENDATION 6:  Annudly review dl parcelsthat have experienced adecline invaue,
asrequired by section 51.

We found the assessor does not perform annud reviews of dl parcels with decline in vaue assessments.
The assessor is gpproximately two years behind in those reviews for some areas. Several aress received
their most recent review prior to 1998.

Section 51 requires the assessor to enroll properties at the lesser of their market value or factored base
year vaue. Section 51(e) provides further that nothing in that section shdl be construed to require the
assessor to make an annud regppraisa of al assessable property. However, that subdivison aso
requires the assessor to perform an annua review of al properties with assessed vaues that have been
reduced to reflect declinesin vaue below the factored base year vaues. We recommend that the
assessor comply with statutory requirements by annually reviewing those properties receiving decline-in-
vaue assessments.

Supplemental Assessments

Sections 75, et seq., require the assessor to gppraise property at its full cash vaue on the date property
changes ownership or upon the completion of new congtruction and to issue a supplemental assessment.
Theincrease or decrease in assessed value isreflected in a prorated assessment (the supplementd roll)
that coversthe portion of the fiscal year remaining after the date of change in ownership or completion
of new congtruction. For changes in ownership or completed new construction occurring between the
lien date and May 31, two supplemental assessments are issued. The first covers the portion of the
current fiscal year remaining after the assessable event; the second covers the ensuing fiscd yeer inits
entirety.

We reviewed a number of supplementa assessments and noted that the prorations, assessments, time
periods, and ownership tracking were done appropriately. The assessor has a good system for
processing supplementa assessments. We found the assessor's supplemental assessment program meets
the requirements of the Revenue and Taxation Code.
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Agricultural Property

Agriculture is the foundation of Imperia County's economy; the county is home to approximately 560
farms covering atota area of gpproximatey 490,000 acres. The Imperid Irrigation Didtrict provides
water to these farms from the Colorado River via an daborate system of cands. The mgor agriculturd
commodities (in order of dollar value) are cattle, dfdfa, |ettuce, and carrots. There are no Cdifornia
Land Conservation Act (CLCA) propertiesin Imperia County. While the assessor's agricultural
gopraisa program is operating effectively, we note that the following areas need improvement.

RECOMMENDATION 7:  Enrdll and classify perennid crops asland.

We found that the assessor does not enroll newly planted asparagus. During our review of agriculturd
property records, we found two parcels where asparagus was planted after a recent sale and the
assessor failed to enroll the additiond vaue attributable to the perennia crop. Upon asde, we dso
found severa parcels with respect to which the assessor did not dlocate or enroll the vaue of existing
asparagus to the land.

Rule 124 provides that asparagus isto be classified as land. Assessors Handbook Section 521,
Assessment of Agricultural and Open-Space Properties, page 1-65, provides that asparagusis a
perennia plant with an economic life of gpproximately 10 years. While the value of asparagus should
gppear on the tax roll asland, its separate value should also be identified so that proper consderation is
given for recapture of the plant investment.

We recommend the assessor enroll newly planted perennid crops as land.

RECOMMENDATION 8: Do not extend the exemption period for trees and vines beyond the
period provided by law.

We found the assessor occasiondly grants an extrayear of exemption for trees and vines. In some
cases, trees were given an extrayear of exemption because of their "smal sze" without determining if
the trees had been replanted. If the smdl tree Size was due to replanting, the trees should be given anew
exemption period, beginning from the year of replanting. Otherwise, they should be enrolled upon
expiration of the exemption period set forth in article X111, section 3(i), of the Caifornia Condtitution.
Should the assessor decide to recognize the reduced vaue of "small trees,”" he could adjust market vaue
indicators for trees of average Size.

The exemption granted pursuant to the law cited above ceases on the fifth lien date after the season of
planting treesin orchard form. We recommend that the assessor apply the proper exemption period for
trees and vines.
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The assessor's tracking system for newly planted trees and vines and the corresponding exemption
periods conssts of stapling asmal tag to the top of the parcd record file and then storing these filesin a
separate filing cabinet. There is no backup system should the tags become didodged or the files
misplaced. If the tags become didodged or the files are misplaced, no other mechanism will trigger the
enrollment of the trees or vines upon expiration of the exemption period.

To ensure the proper enrollment of trees and vines, we suggest that the assessor develop a
compuiterized tracking system for trees and vines or a computerized backup system for tracking these
files

Taxable Government-Owned Property

Article X111, section 3(b) of the Cdifornia Congtitution exempts from property taxation any property
owned by local governments, except as provided in section 11(a). Section 11(a) providesthat land, and
the improvements thereon, located outside an agency's boundaries, are taxable if the property was
taxable at the time of acquigition. Improvements that were constructed to replace improvements that
were taxable when acquired are dso taxable. These lands and taxable improvements are commonly
referred to as " Section 11" properties.

There are five Section 11 parcdsin Imperia County; al are being assessed correctly.
Taxable Possessory Interests

A taxable possessory interest exists when a private right to exclusve use and possession is created in
government-owned red property. Section 107 and rule 20(a) define a taxable possessory interest as an
interest in red property which exists as aresult of possession, exclusive use, or aright to possession or
exclusve use of land and/or improvements unaccompanied by ownership of afee smple or life etate in
nontaxable, publicly owned red property. The assessor is responsible for identifying the existence of
taxable possessory interests and valuing those possessory interests upon their creetion, changein
ownership, and upon the construction of new improvements on the property.

RECOMMENDATION 9: Do not regpprai se a taxable possessory interest based on arenewa
or extenson until the end of the reasonably anticipated term of
possession used to vaue that possessory interest, as required by
section 61.

We found the assessor annually reapprai ses possessory interests with month-to-month or annua
contract terms, while dso using alonger term of possession in the vauation process. Mogt of the
properties affected by this practice were airplane hangars and tie-downs located at the Imperial County
Airport, Caexico Internationa Airport, and Brawley Airport (annud vauation with three-year term).

Section 61(b)(2) was revised effective January 1, 1997. That section provides that any "renewa" or
"extenson” of apossessory interest during the reasonably anticipated term of possession used by the
asessor to vaue that possessory interest does not cause a change in ownership until the end of the
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reasonably anticipated term of possession used to vaue that interest. Consequently, the assessor should
not annualy reapprai se these possessory interests.

We recommend the assessor regppral se possessory interests only upon a change in ownership or upon
the expiration of the reasonably anticipated term of possession used to value those interedts.

RECOMMENDATION 10: Develop written procedures for the possessory interest assessment
program.

We found that there are insufficient written procedures for the gppraisal of possessory interests. While
the assessor uses resources obtained from the BOE's Course 9, Assessment of Possessory Interests,
there are no forma written procedures specificaly gpplicable to the possessory interest assessment

program in Imperia County.

Written procedures are necessary to maintain continuity and consgstency in the vauation of possessory
interests. Although we found the current program well organized, written procedures would ensure that
the qudity of the possessory interest assessment program would be maintained in the event of achange
in gppraisal saff or reassgnments.

We recommend the assessor develop written procedures for his possessory interest assessment
program.

Tenant Improvements

Commercid, industria, and other income-producing properties require constant monitoring by
ases30rs, firg-time tenants and changes in tenants often result in assessable new congruction in the
form of new tenant improvements. Tenant improvements may be properly classified as elther structures
or fixtures.

When new congtruction by atenant adds value to a property, the assessor should review those changes
and reflect them in the property's assessed va ue. Attempts to discover this form of new congtruction
include identifying tenant improvement congiruction permits, sending new congtruction questionnaires to
tenants, examining rent rolls for tenant and rent changes, and coordinating between the business
property and red property divisons. The business property statement, an annud filing requirement of
many business owners, is dso auseful source for discovering tenant improvements.

We reviewed a number of business property statements and real property assessment records
containing tenant improvements for (1) reported costs and descriptions, (2) proper identification of
tenant improvements, (3) coordination between the business property division and the red property
divison to ensure proper assessment, and (4) possible double assessments or escape assessments. We
found that items reported on the business property statements pertaining to real property were properly
tranamitted to the red property divison. Of the properties reviewed, no significant problems rdating to
the assessment of tenant improvements were found. We found that the lines of communication between
the business property and red property divisons are effective with respect to tenant improvements.
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Mining Property

Imperia County has savera gold mines, including some that are in their final stages of operation. The
economic minerd reserves of these mines have been depleted, and the mines have begun reclamation
operations. Another prospective mine has begun the permit acquisition process.

When enrolling mining property, the assessor does not segregate the vaues of leach pads, tailing
facilities, and settling ponds from the assessad value of the mines.

RECOMMENDATION 11: Enrall leach pads, talling facilities, and settling ponds as
separate appraisa units as required by law.

Section 53.5 requires the assessor to enroll leach pads, tailing facilities, and settling ponds as separate
gppraisal units. We found that the assessor has not established separate appraisa units for leach pads,
talling facilities, and settling ponds that have not yet been reclamed, despite the requirements of section
53.5.

We recommend the assessor enroll leach pads, tailing facilities, and settling ponds as separate gppraisa
units. Should the prospective mine receive find gpproval, the assessor should also redllocate the vaues
of itsleach pads, tailing facilities, and settling ponds into separate gppraisal units.
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ASSESSMENT OF PERSONAL PROPERTY AND FIXTURES

The assessor's business property divison annualy processes more than 4,000 business property
statements, with atotal assessed vaue of gpproximatdy $763 million. This division aso assesses over
1,600 vessls, with assessed vaues of gpproximately $5.2 million, and 136 aircraft with assessed values
of nearly $11 million. The business property divison staff consgsts of one supervising auditor-gppraiser,
two auditor-gppraisers, and a business property clerk.

Business Property Statement Processing

Section 441 requires every person owning taxable persona property—other than a manufactured
home—with an aggregate cost of $100,000 or more for any assessment year, to file asigned business
property statement (BPS) with the assessor. Section 441 aso provides that every person owning
persona property that does not require the filing of a property statement shall, upon request of the
assessor, file aproperty statement. If ataxpayer fails to file a property statement and to respond to a
section 470(a) business records request, section 501 requires the assessor to estimate the vaue of
taxable property based on information in the assessor's possession. Most business property
assessments are based on the data submitted by taxpayers on their annual business property statements.
Accurate assessments depend on the accuracy of the data reported on the BPSs.

During our current survey, we interviewed the assessor's saff, reviewed the assessor's business
property statement processing program, and sampled business property statements processed by the
assessor. We found that the assessor's program correctly processes these statements. However, we
discovered one area of concern in the assessor's direct billing program.

Direct Billing

Many Cdifornia assessors utilize an assessment procedure called "direct billing" or "direct assessment.”
It isamethod of assessing certain quaified low-vaue business accounts without requiring the annua
filing of abusiness property statement. An initial vaue is established and continued for afew years,
requiring only periodic property statement filings or field reviews. Examples of businesses suitable for
direct billing include apartments, barber shops, beauty parlors, coin-operated launderettes, small cafes
and restaurants, and professond firms with smal equipment holdings.

The direct assessment procedure is beneficia to the taxpayers and the assessor. Direct assessment
sreamlines filing requirements, reduces the amount of paperwork for smal businesses, and reduces the
number of property statements that must be processad by the assessor. The assessor has maintained a
direct billing program since our last assessment practices survey.
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RECOMMENDATION 12: Review accountsin the current direct billing program and include only
those accounts that have historicaly reported stable vauesin the

program.

We reviewed 20 accounts in the assessor's direct billing program. We found two accounts with
assessed values over $100,000 that should not have been included in the assessor's program—these
accounts require annual property statements pursuant to section 441. We aso found seven accounts
that had not been reviewed within the last four years to determine whether or not they should remain
direct billing accounts.

Through interviews of the assessor's staff, we aso found that the assessor has no firmly established
standards to determine whether an assessee qudifies for participation in the direct billing program.

Direct enrollment programs work well when assessees historicaly report costs that are stable from one
year to the next. However, when reported costs fluctuate widely from one year to another, no one year
can be congdered "typica." These assessees are poor candidates for participation in adirect billing

program.

We recommend the assessor review his direct hilling program and that he set sandards for determining
whether an assessee qudifies for that program.

Audit Program

The audit program is one of the most important functions of the business property assessment program.
The objective of an audit program is to ensure proper reporting on the business property statement, and
to resolve any problem accounts discovered throughout the year.

The auditor-gppraisers duties include identifying potentid audits, performing audits, and initiating roll
changes. In addition, they aso process annua property statements, correspond with taxpayers, and
prepare a defense for al business property assessment appedls. The assessor dso participates in the
Cdifornia Counties Cooperative Audit Services Exchange (CCCASE) to help meet his audit workload.

Mandatory Audits

Section 469 and rule 192 require an audit of the books and records of a business at least once every
four years, when localy assessable trade fixtures and tangible persond property have afull vaue of
$300,000 or more for four consecutive years.® Each year, the assessor generates acompuiter listing of
accounts having assessed vaues over that threshold for four consecutive years. This report forms the
bassfor determining the mandatory audit workload that year.

% Section 469 was amended to increase the value threshold to $400,000 for the 2001 lien date.
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RECOMMENDATION 13: Bring the mandatory audit program to current status.

We found that the assessor did not complete dl of his 1999 mandatory audits. The business property
divison had approximately 64 mandatory audits scheduled for 1999 and 69 mandatory audits
scheduled for 2000, with an average of 22 audits per auditor per year. For the audit year 1999, we
found 19 uncompleted audits.

The mandatory audit program verifies the reporting on the largest business property accounts and
forestd|s any potentialy large assessment errors. However, the further removed the audit is from the
year being audited, the more difficult it is to obtain the necessary records.

We recommend the assessor bring his mandatory audit program to current status.
Statute of Limitations

Section 532 provides that an escgpe assessment found during an audit shal be made within four years
after July 1 of the assessment year in which the property escaped assessment or was under assessed. If
the assessor cannot complete the mandatory audit within the prescribed time, the assessor may ask the
taxpayer to grant an extension of time. This can be accomplished by having the taxpayer Sgn awaiver
of the atute of limitations, as authorized by section 532.1.

RECOMMENDATION 14: Prioritize those mandatory audit accounts where the property owners
refuse to Sgn waivers of the satute of limitations.

The assessor sends awaiver to taxpayers when he anticipates that a mandatory audit will not be
completed on time. However, when ataxpayer declinesto return or does not return the signed waiver,
the assessor takes no action.

The mandatory audit program verifies the reporting on the largest business property accounts and
forestdls any potentialy large assessment errors. Failing to perform mandatory audits permits potentialy
large assessment errorsto persst from year to year. The further removed the audit is from the year
being audited, the more difficult it is to obtain the necessary records.

We recommend the assessor prioritize the audits of mandatory audit accounts where the property
owners refuse to Ssgn waivers of the satute of limitations.

Nonmandatory Audit Program

Although the assessor is not under any statutory obligation to audit smaler businesses, no auditing
program is complete unlessit includes a representative sampling of al sizes and types of accounts.
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RECOMMENDATION 15: Expand the nonmandatory audit program to include chronic nonfiling
taxpayers and other businesses.

The assessor performed gpproximately 50 nonmandatory audits in 1999. These nonmandatory audits
were completed mainly to resolve vauation problems such as taxpayer complaints or subgtantia value
differences in two consecutive reporting years. While performing nonmandatory audits is important, the
focus should not be limited to taxpayer complaints and discrepancies. The program should include
chronic nonfilers of property statements and arandom sampling of al business accounts. It should also
target those accounts with the greatest potentia for reporting errors. We recommend the assessor
expand his nonmandatory audit program.

Business Property Valuation

Assessors generaly use vauation factors that are produced by combining price index factors with
percent good factors for machinery and equipment. Accurate assessments of equipment depend on the
proper choice and application of these factors. The BOE has developed annua equipment index factors
and percent good factors to assist assessors. These are published in BOE's Assessors Handbook
Section 581, Equipment Index and Percent Good Factors (AH 581).

AH 581 contains index factors for 12 categories of commercia equipment and Six categories of
industria equipment. The percent good factors are set forth in two tables, one for machinery and
equipment, and one for agricultural and mobile construction equipment. The percent good factors for
agricultural and congtruction equipment are provided for both new and used equipment.

RECOMMENDATION 16: Usethe appropriate percent good factors for new and
used agriculturd equipment.

While the assessor uses the percent good factors published in AH 581, Tables4 and 5, to caculate
vauation factors for agricultural equipment, he averages the percent good factors from Table 5 for new
and used equipment to compute the RCNLD for harvesters, agricultural mobile equipment (non-
harvesters), and construction equipment. Two columns of percent good figures, "New" and "Used,” are
listed for each type of equipment in AH 581, Table 5. Accurate assessments depend on the proper
choice and gpplication of these tables. Averaging "New" and "Used" categories again sacrifices
accuracy for convenience. Some equipment may be over-assessed and some may be under-assessed.

We recommend the assessor select the appropriate percent good factors for new and used equipment.
Computer Valuation

In order to promote uniformity in gppraisal practices and assessed va ues, and comply with the
requirements of section 401.5, the BOE issues va uation factors for computer equipment. The assessor
uses AH 581, Table 6, computer valuation factors for the category of persona computers ($25,000 or
less). If companies report mid-range or mainframe computers, the assessor cal cul ates those values
manudly. Very few accounts in Imperiad County report mid-range or mainframe computers.
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We found that the assessor correctly values computers.
Leased Equipment

One of the respongihilities of the assessor's business property divison is the discovery and assessment
of leased equipment. The assessor uses severd discovery tools, including BOE sdes tax permits, field
vidts by red property appraisers, cross-references of leased equipment reported on property
gatements filed by leasing companies, the yelow pages, business license reports, and renta equipment
listings. We found that the assessor has a satisfactory |eased equipment discovery program.

Manufactured Homes

A manufactured homeis subject to local property taxesif it wasfirgt sold new on or after July 1, 1980,
or the owner has requested a conversion to loca property tax. Most conversions from vehicle license
fees occur when a manufactured home is sold, because sales and use tax are not charged when a
manufactured home is subject to local assessment. If the manufactured home is the owner's primary
residence, converson aso alows an owner to qualify for the homeowners exemption.

Manufactured homes should be classified as persond property. Although the assessor should classify
manufactured homes as persona property, their assessment—in most respects—fdls within the same
standards as real property subject to article X111 A.

There were gpproximately 6,150 manufactured homes on the 2000 assessment roll. Sightly over one-

third of these homes are Situated on leased or rented lands. Because severa of the assessor's property
goprasers are relatively new, the vauation of manufactured homesis currently the responsbility of two
more-experienced appraisers. One of these appraisers values al manufactured homes located in urban
aress, while the other is responsible for valuing such homesin rura aress.

The assessor's primary source for discovering new manufactured homes and changes in manufactured
home ownership isthe list of new regigtrations provided periodicdly by the state Department of Housing
and Community Development. The assessor discovers new condruction primarily through copies of
building permits forwarded from the various building departments.

RECOMMENDATION 17:  Annualy review manufactured home vaues to identify
declinesin vaue.

The assessor does not review the market vaues of manufactured homes on aregular basis and some
manufactured homes have not been reviewed since the 1980s. We found that these homes—and a
ggnificant number of other manufactured homes—were overassessed when we compared their
assessed values againgt the values indicated by the Kelley Blue Book.

Section 5813 requires the assessor to value a manufactured home at the lesser of its factored base year
vaue or itsfull cash vaue, taking into congderation any reductions in vaue due to damage,
depreciation, or any other factors causing adecline in vaue, for each lien date after the lien date for
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which the base year vaue was determined. Reviewing manufactured home assessments annudly will
enable the assessor to accurately reflect the depreciation experienced by manufactured homes.

We recommend that the assessor annudly review the market vaues of manufactured homes.
Special Assessments

Section 3972 provides that a specid assessment is any assessment levied pursuant to any of the
improvement acts of the State of California, whether or not represented by a bond, which isalien upon
aspecific parcd of red property. Section 5801(b) provides that manufactured homes shal not be
classified asred property and, consequently, are not subject to specia assessments.

In Imperid County, bonds and specia assessments such asa"Solid Waste Land Use Fee' and a
"Mosguito Abatement Service Feg' are included on the tax bills of manufactured homes located on
rented or leased land. Discussions with the assessor, auditor-controller, and county administrator offices
could not pinpoint the cause for these inappropriate assessments.

The assessor sends each specid assessment digtrict alist of properties within that specid assessment
digtrict. Each didtrict determines the revenues it needs, levies assessments againgt each property in that
digrict to raise that revenue, and forwards alist of those properties—with the levies—to the auditor-
controller, who then computes the taxes due.

All of theincorrectly billed manufactured homes have account numbers beginning with "500."
Apparently this coding is not sufficient to dert the specid didtricts that these homes should be trested as
persona property. As aresult, we suggest that the assessor coordinate efforts with the specia
assessment digtricts and, if necessary, the county auditor-controller to ensure that manufactured homes
are not subject to improvement bonds and other specia assessments.

Apartment Personal Property

We reviewed appraisals of gpartment complexes that range up to 40 units. The assessor usesthe
taxpayers reported costs as the basis for assessments of gpartment persona property when such costs
are avallable. If these cogts are not available, either prior reported costs or appraisal judgment is used.

RECOMMENDATION 18: Improve the coordination of gpartment persona property assessments
between the red property and business property divisons.

Whileit is the assessor's policy to coordinate the assessment of apartment persona property between
hisred property and business property divisons, we found potential weaknesses in that coordination.
We found one instance where a taxpayer's reported personal property costs were included asred
property and another instance where the persona property was double assessed.
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To prevent misclassification and double assessments, we recommend the assessor improve the
coordination of apartment persona property assessments between hisred property and business
property divisions.

Aircraft

Imperid County has 136 aircraft on the assessment roll. Three of those aircraft have received the
higtoric arcraft exemption.

The assessor used the Aircraft Bluebook Price Digest to vaue arcraft for the 2000 lien date. The
assessor sends a questionnaire to the manager of each airfield to discover aircraft domiciled in Imperid
County. To request the information necessary for aircraft assessments, the assessor mails an annua
"Aircraft Statement” to aircraft owners. Once this information is received, the assessor usesthe
published pricing guide and makes adjustments for airframe hours, avionics, hours Snce mgor overhaul,
sdestax, and condition. The assessor aso reduces listed retail values by 10 percent to provide
reasonable estimates of fair market vaues for arcraft in truly average condition on the lien date, as
stated in LTA 97/03.

We reviewed 12 aircraft assessments and found that the assessor has an effective generd aircraft
assessment program.

Historical Aircraft

Section 220.5 provides that aircraft of historica significance shal be exempt from taxation only if &l of
the conditions set forth in section 220.5(b) are met. One of the conditionsis that the aircraft is avalable
for display to the public at least 12 days during the 12-month period immediately proceeding the lien
date for the year in which the exemption is claimed.

Pursuant to section 220.5(c), when an owner claims an exemption, the clamant shal provide al
information required and answer al questions contained in an affidavit furnished by the assessor. The
clamant shal sgn and swear to the accuracy of the contents of the affidavit before either anotary public
or the assessor or his or her designee, at the claimant's option. The assessor may require additiona
proof of the information or answers provided in the affidavit before alowing the exemption.

RECOMMENDATION 19: Review the exemption status of historicd arcreft.

Three historical arcraft in Imperia County received the hitorical arcraft exemption for the 2000 lien
date. Of the three aircraft, two received improper continuations of exempt status. One aircraft no longer
met the requirements of section 220.5(b). The assessor corrected the problem upon inquiry by the
survey team. A second aircraft did not have an exemption form on file for the lien date. Although the
third exemption form was completed, it was not date-stamped. We recommend the assessor review the
exemption gatus of higtorica aircraft annudly to ensure compliance with section 220.5.
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Vessels

The assessor enrolled more than 1,600 vessels on the 2000 assessment roll, with atotal assessed vaue
of approximately $5.2 million. There are no marinas or commercia vessdsin Imperid County. The
primary discovery sources used by the assessor are Department of Motor Vehicle (DMV) reports and
referras from other counties.

To asss with the vauation process, the assessor sends dl vessdl owners an annua combination vessdl
satement and questionnaire. When returned, these forms are arrayed by assessment year and boat
identification number. The assessor aso receives regisration cards from the Department of Motor
Vehicles (DMV). Upon receipt of aDMV registration card, the assessor sends BOE form 576-D to
the vessal owner requesting information necessary for proper assessmern.

If the reported purchase price iswithin range of retail vaues found in ABOS Marine Blue Book
(ABQOS), the assessor enrolls the purchase price on the unsecured roll. On the other hand, if the
purchase price deviates from the values listed in ABOS, then the assessor investigates the condition of
the vessel and the sdle transaction.

The assessor conducts an annua vessd depreciation study using ABOS. He draws a representative
sample of the vessd population within Imperia County. Based on that population, the assessor divides
vessalsinto Six categories: Inboard, Persond Watercraft, Outboard, Pontoon, Sailboat, and Hand-
Propelled. These depreciation factors are placed into the assessor's computer program to calculate
assessed vaues for the 1,600 vessdls located in the county. Vessals with vaues below $400 are not
assessed, pursuant to section 228.

We found that the assessor has an effective vessel assessment program.
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B. Assessment Sampling Program

The need for compliance with the laws, rules, and regulations governing the property tax system and
related assessing’ activitiesis very important in today's fiscally stringent times. The importance of
complianceistwofold. First, the statewide maximum tax rate is set at one percent of taxable vaue.
Therefore, areduction of locd revenues occursin direct proportion to any undervauation of property.
(Itisnot legdly alowable to raise the tax rate to compensate for increased revenue needs.) Secondly,
with amgor portion of every property tax dollar statewide going to public schools, areduction in
available locd property tax revenues has a direct impact on the State's General Fund, which must
backfill any property tax shortfal.

The BOE, in order to meset its condtitutiona and statutory obligations, focuses the assessment sampling
program on a determination of the full vaue of localy taxable property and eventudly its assessment
level. The purpose of the BOE's assessment sampling program is to review a representative sampling of
the assessments making up the local assessment rolls, both secured and unsecured, to determine how
effectively the assessor isidentifying those properties subject to revauation and how well he/sheis
performing the vauation function.

The BOE's County Property Tax Divison (CPTD) conducts the assessment sampling program on a
five-year cycle for the 11 largest counties and cities and counties and on either arandom or as needed
basisfor the other 47 counties. This sampling program is described as follows:

1. A representative random sampling is drawn from both the secured and unsecured local assessment
rollsfor the counties to be surveyed.

2. These assessments are dratified into 18 value strata (nine secured and nine unsecured.)

3. From each stratum arandom sampling is drawn for fidd investigation, sufficient in Sze to reflect the
as=ssment level within the county.

4. For purposes of andyss, theitemswill be identified and placed into one five categories fter the
sampleisdrawn:

a) Baseyear properties. Those properties the county assessor has not reappraised for ether an
ownership change or new congtruction during the period between the lien date five years prior
to theroll currently being sampled and the lien date of the current sampling.

* The term "assessing" as used here includes the actions of local assessment appeals boards, the boards of
supervisors when acting as boards of equalization, and local officials who are directed by law to provide assessment-
related information.

® The nine value strata are $1 to $99,999; $100,000 to $199,999; $200,000 to $499,999; $500,000 to $999,999; $1,000,000
to $1,999,999; $2,000,000 to $19,999,999; $20,000,000 to $99,999,999; $100,000,000 to $249,999,999; and $250,000,000
and over.
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b) Transferred properties. Those properties last regppraised because of an ownership change
that occurred during the period between the lien date five years prior to the roll currently being
sampled and the lien date of the current sampling.

c) New construction. Those properties last reappraised to reflect new construction that occurred
during the period between the lien date five years prior to theroll currently being sampled and
the lien date of the current sampling.

d) Non-Propostion 13 properties. Those properties not subject to the value restrictions of
Article X111 A, or those properties that have a unique trestment. Such propertiesinclude
minera-producing property, open-space property, timber preserve property, and taxable
government-owned property.

€) Unsecured properties. Those properties on the unsecured roll.

5. From the assessment universe in each of these 18 vaue strata (nine strata on both secured and
unsecured locd ralls), asmple random sampling is drawn for fidd investigation that is sufficient in
Szeto reflect the assessment practices within the county. A smple nondratified random sampling
would cause the sample items to be concentrated in those areas with the largest number of
properties and might not adequately represent al assessments of various types and vaues. Because
a separate sample is drawn from each stratum, the number of sample items from each category is
not in the same proportion to the number of assessments in each category. This method of sample
selection causes the raw sample, i.e, the "unexpanded” sample, to overrepresent some assessment
types and underrepresent others. "Expanding” the sample data diminates this apparent digortion in
the raw sampling; that is, the sample datain each stratum are multiplied by theratio of the number of
assessmentsin the particular stratum to the number of sample items sdected from the stratum. Once
the raw sampling data are expanded, the findings are proportiona to the actua assessments on the
assessment roll. Without this adjustment, the raw sampling would represent a distorted picture of the
assessment practices. This expanson further converts the sampling resultsinto a magnitude
representative of the total assessed vaue in the county.

6. Thefidd investigation objectives are somewhat different in each category, for example:

a) Baseyear properties -- for those properties not reappraised during the period between the
lien date five years prior to the roll currently being sampled and the lien date of the current
sampling: was the vaue properly factored forward (for the allowed inflation adjustment) to the
roll being sampled? was there a change in ownership? was there new congtruction? or was there
adedinein vaue?
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b) Transferred properties-- for those properties where a change in ownership was the most
recent assessment activity during the period between the lien date five years prior to the roll
currently being sampled and the lien date of the current sampling: do we concur that a
regppraisa was needed? do we concur with the county assessor's new vaue? was the base
year vaue trended forward (for the dlowed inflation adjustment)? was there a subsequent
ownership change? was there subsequent new congtruction? was there a decline in value?

¢) New construction -- for those properties where the most recent assessment activity was new
congtruction added during the period between the lien date five years prior to the roll currently
being sampled and the lien date of the current sampling: do we concur that the construction
caused aregppraisa? do we concur with the value enrolled? was the base year amount trended
forward properly (for the alowed inflation adjustment)? was there subsequent new
congtruction? or was there a decline in vaue?

d) Non-Prop 13 properties-- for properties not covered by the vaue restrictions of Article XIlI
A, or those properties that have a unique treatment do we concur with the amount enrolled?

€) Unsecured properties-- for assessments enrolled on the unsecured roll, do we concur with
the amount enrolled?

7. Theresults of the field investigations are reported to the county assessor, and conferences are held
to review individual sample items whenever the county assessor disagrees with the conclusions.

8. Thereaults of the sample are then expanded as described in (5) above. The expanded results are
summarized according to the five assessment categories and by property type and are made
available to the assessment practices survey team prior to the commencement of the survey.

The primary use of the assessment sampling is to determine an assessor's eigibility for the cost
rembursement authorized by section 75.60. During the course of the sampling activity, the assessment
practices survey team may aso discover recurring causes for the differences in the opinion of taxable
vaue that arise between the assessor and the County Property Tax Divison. These discoveries may
lead to recommendations in the survey report that would not have otherwise been made.
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C. Relevant Statutes and Regulations

Government Code

15640. Survey by board of county assessment procedur es.

(8) The State Board of Equalization shall make surveys in each county and city and county to determine
the adequacy of the procedures and practices employed by the county assessor in the valuation of
property for the purposes of taxation and in the performance generally of the duties enjoined upon him
or her.

(b) The surveys shdl include a review of the practices of the assessor with respect to uniformity of
treatment of all classes of property to ensure that all classes are treated equitably, and that no class
receives a systematic overvauation or undervaluation as compared to other classes of property in the
county or city and county.

(c) The surveys may include a sampling of assessments from the local assessment rolls. Any sampling
conducted pursuant to subdivison (b) of Section 15643 shall be sufficient in size and dispersion to
insure an adequate representation therein of the several classes of property throughout the county.

(d) In addition, the board may periodicaly conduct statewide surveys limited in scope to specific topics,
issues, or problems requiring immediate attention.

(e) The board's duly authorized representatives shal, for purposes of these surveys, have access to, and
may make copies of, al records, public or otherwise, maintained in the office of any county assessor.

(f) The board shall develop procedures to carry out its duties under this section after consultation with the
Cdlifornia Assessors Association. The board shall aso provide a right to each county assessor to
appeal to the board appraisals made within his or her county where differences have not been
resolved before completion of a field review and shal adopt procedures to implement the appesl
process.

15641. Audit of Records; Appraisal Data Not Public.

In order to verify the information furnished to the assessor of the county, the board may audit the
origina books of account, wherever located; of any person owning, claiming, possessing or controlling
property included in a survey conducted pursuant to this chapter when the property is of a type for
which accounting records are useful sources of appraisa data.

No appraisal data relating to individual properties obtained for the purposes of any survey under this
chapter shall be made public, and no state or local officer or employee thereof gaining knowledge
thereof in any action taken under this chapter shall make any disclosure with respect thereto except as
that may be required for the purposes of this chapter. Except as specificaly provided herein, any
gppraisal data may be disclosed by the board to any assessor, or by the board or the assessor to the
assessee of the property to which the data relate.

The board shall permit an assessee of property to inspect, at the appropriate office of the board, any
information and records relating to an appraisal of his or her property, including "market data" as
defined in Section 408. However, no information or records, other than "market data,” which relate to
the property or business affairs of a person other than the assessee shall be disclosed.
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Nothing in this section shall be construed as preventing examination of that data by law enforcement
agencies, grand juries, boards of supervisors, or their duly authorized agents, employees, or
representatives conducting an investigation of an assessor's office pursuant to Section 25303, and
other duly authorized legidative or administrative bodies of the state pursuant to their authorization to
examine that data.

15642. Resear ch by board employees.

The board shall send members of its staff to the several counties and cities and counties of the state
for the purpose of conducting that research it deems essential for the completion of a survey report
pursuant to Section 15640 with respect to each county and city and county. The survey report shall
show the volume of assessing work to be done as measured by the various types of property to be
assessed and the number of individua assessments to be made, the responsbilities devolving upon the
county assessor, and the extent to which assessment practices are consistent with or differ from state
law and regulations. The report may also show the county assessor's requirements for maps, records,
and other equipment and supplies essentia to the adequate performance of his or her duties, the
number and classification of personnel needed by him or her for the adequate conduct of his or her
office, and the fiscal outlay required to secure for that office sufficient funds to ensure the proper
performance of its duties.

15643. When surveysto be made.

(@

(b)

(€)

@

The board shall proceed with the surveys of the assessment procedures and practices in the severa
counties and cities and counties as rapidly as feasible, and shall repeat or supplement each survey at
least oncein five years.

The surveys of the 10 largest counties and cities and counties shall include a sampling of assessments
on the local assessment rolls as described in Section 15640. In addition, the board shal each year, in
accordance with procedures established by the board by regulation, select at random at least three of
the remaining counties or cities and counties, and conduct a sample of assessments on the loca
assessment roll in those counties. If the board finds that a county or city and county has "significant
assessment problems,” as provided in Section 75.60 of the Revenue and Taxation Code, a sample of
assessments will be conducted in that county or city and county in lieu of a county or city and county
selected at random. The 10 largest counties and cities and counties shall be determined based upon the
total value of locally assessed property located in the counties and cities and counties on the lien date
that falls within the calendar year of 1995 and every fifth calendar year thereafter.

The statewide surveys which are limited in scope to specific topics, issues, or problems may be
conducted whenever the board determines that a need exists to conduct a survey.

When requested by the legidative body or the assessor of any county or city and county to perform a
survey not otherwise scheduled, the board may enter into a contract with the requesting local agency
to conduct that survey. The contract may provide for a board sampling of assessments on the local
roll. The amount of the contracts shall not be less than the cost to the board, and shall be subject to
regulations approved by the Director of General Services.
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15644. Recommendations by board.

The surveys shall incorporate reviews of existing assessment procedures and practices as well as
recommendations for their improvement in conformity with the information developed in the surveys
as to what is required to afford the most efficient assessment of property for tax purposes in the
counties or cities and counties concerned.

15645. Survey report; final survey report; assessor'sreport.

(@

(b)

(©)

Upon completion of a survey of the procedures and practices of a county assessor, the board shall
prepare a written survey report setting forth its findings and recommendations and transmit a copy to
the assessor. In addition the board may file with the assessor a confidential report containing matters
relating to personnel. Before preparing its written survey report, the board shall meet with the assessor
to discuss and confer on those matters which may be included in the written survey report.

Within 30 days after receiving a copy of the survey report, the assessor may file with the board a
written response to the findings and recommendations in the survey report. The board may, for good
cause, extend the period for filing the response.

The survey report, together with the assessor's response, if any, and the board's comments, if any,
shall constitute the fina survey report. The final survey report shall be issued by the board within two
years after the date the board began the survey. Within a year after receiving a copy of the final
survey report, and annually thereafter, no later than the date on which the initial report was issued by
the board and until all issues are resolved, the assessor shal file with the board of supervisors areport,
indicating the manner in which the assessor has implemented, intends to implement, or the reasons for
not implementing the recommendeations of the survey report, with copies of that response being sent to
the Governor, the Attorney General, the State Board of Equalization, the Senate and Assembly and to
the grand juries and assessment appeals boards of the counties to which they relate.

15646. Copies of final survey reportsto be filed with local officials.

Copies of fina survey reports shdl be filed with the Governor, Attorney General, and with the
assessors, the boards of supervisors, the grand juries and assessment appeal s boards of the counties to
which they relate, and to other assessors of the counties unless one of these assessors notifies the
State Board of Equdization to the contrary and, on the opening day of each regular session, with the
Senate and Assembly.
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Revenue and Taxation Code

75.60. Allocation for administration.

(@) Notwithstanding any other provision of law, the board of supervisors of an dligible county or city and
county, upon the adoption of a method identifying the actual administrative costs associated with the
supplemental assessment roll, may direct the county auditor to alocate to the county or city and
county, prior to the alocation of property tax revenues pursuant to Chapter 6(commencing with
Section 95) and prior to the allocation made pursuant to Section 75.70, an amount equal to the actual
administrative costs, but not to exceed 5 percent of the revenues that have been collected on or after
January 1, 1987, due to the assessments under this chapter. Those revenues shal be used solely for
the purpose of administration of this chapter, regardiess of the date those costs are incurred.

(b)

For purposes of this section:

(1)

@

©)

"Actua administrative costs' includes only those direct costs for administration, data processing,
collection, and appedl that are incurred by county auditors, assessors, and tax collectors. "Actual
adminigtrative costs' aso includes those indirect costs for administration, data processing,
collections, and appedl that are incurred by county auditors, assessors, and tax collectors and are
alowed by state and federal audit standards pursuant to the A-87 Cost Allocation Program.

"Eligible county or city and county” means a county or city and county that has been certified by
the State Board of Equalization as an eligible county or city and county. The State Board of
Equalization shall certify a county or city and county as an digible county or city and county only if
both of the following are determined to exist:

(A) The average assessment level in the county or city and county is at least 95 percent of the
assessment level required by statute, as determined by the board's most recent survey of that
county or city and county performed pursuant to Section 15640 of the Government Code.

(B) For any survey of a county assessment roll for the 1996-97 fiscal year and each fiscal year
thereafter, the sum of the absolute values of the differences from the statutorily required
assessment level described in subparagraph (A) does not exceed 7.5 percent of the total
amount of the county's or city and county's statutorily required assessed value, as determined
pursuant to the board's survey described in subparagraph (A).

Each certification of a county or city and county shall be valid only until the next survey made by
the board. If a county or city and county has been certified following a survey that includes a
sampling of assessments, the board may continue to certify that county or city and county
following a survey that does not include sampling if the board finds in the survey conducted
without sampling that there are no significant assessment problems in the county or city and
county. The board shal, by regulation, define "sgnificant assessment problems' for purposes of
this section, and that definition shall include objective standards to measure performance. If the
board finds in the survey conducted without sampling that significant assessment problems exig,
the board shall conduct a sampling of assessmentsin that county or city and county to determine if
it is an digible county or city and county. If a county or city and county is not certified by the
board, it may request a new survey in advance of the regularly scheduled survey, provided that it
agrees to pay for the cost of the survey.
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Title 18, California Code of Regulations

Rule 370. Random selection of counties for representative sampling.

(@)

(b)

(©)

©)

SURVEY CYCLE. The board shall select at random at least three counties from among all except
the 10 largest counties and cities and counties for a representative sampling of assessments in
accordance with the procedures contained herein. Counties eligible for random selection will be
distributed as equally as possible in a five-year rotation commencing with the local assessment roll for
the 1997-98 fiscal year.

RANDOM SELECTION FOR ASSESSMENT SAMPLING. The three counties selected at random
will be drawn from the group of counties scheduled in that year for surveys of assessment practices.
The scheduled counties will be ranked according to the size of their local assessment rolls for the year
prior to the sampling.

(1) If no county has been selected for an assessment sampling on the basis of significant assessment
problems as provided in subdivision (c), the counties eigible in that year for random selection will
be divided into three groups (smal, medium, and large), such that each county has an equal
chance of being selected. One county will be selected at random by the board from each of these
groups. The board may randomly select an additiona county or counties to be included in any
survey cycle year. The sdection will be done by lot, with a representative of the California
Assessors Association witnessing the selection process.

(2) If one or more counties are scheduled for an assessment sampling in that year because they were
found to have significant assessment problems, the counties digible for random selection will be
divided into the same number of groups as there are counties to be randomly selected, such that
each county has an equa chance of being selected. For example, if one county is to be sampled
because it was found to have significant assessment problems, only two counties will then be
randomly selected and the pool of eigible counties will be divided into two groups. If two counties
are to be sampled because they were found to have significant assessment problems, only one
county will be randomly selected and al counties digible in that year for random sdlection will be
pooled into one group.

(3) Once random selection has been made, neither the counties selected for an assessment sampling
nor the remaining counties in the group for that fisca year shal again become eligible for random
selection until the next fiscal year in which such counties are scheduled for an assessment
practices survey, as determined by the five-year rotation. At that time, both the counties selected
and the remaining counties in that group shal again be eigible for random sdlection.

ASSESSMENT SAMPLING OF COUNTIES WITH SIGNIFICANT ASSESSMENT PROBLEMS.
If the board finds during the course of an assessment practices survey that a county has significant
assessment problems as defined in Rule 371, the board shall conduct a sampling of assessmentsin that
county in lieu of conducting a sampling in a county selected at random.

ADDITIONAL SURVEYS. This regulation shal not be construed to prohibit the Board from
conducting additional surveys, samples, or other investigations of any county assessor's office.
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Rule 371. Significant assessment problems.

(a) For purposes of Revenue and Taxation Code Section 75.60 and Government Code Section 15643,

(b)

"significant assessment problems’ means procedure(s) in one or more areas of an assessor's
assessment operation, which aone or in combination, have been found by the Board to indicate a
reasonable probability that either:

(1) the average assessment level in the county is less than 95 percent of the assessment level required
by statute; or

(2) the sum of al the differences between the board's appraisals and the assessor's values (without
regard to whether the differences are underassessments or overassessments), expanded
statistically over the assessor's entire roll, exceeds 7.5 percent of the assessment level required by
statute.

For purposes of this regulation, "areas of an assessor's assessment operation” means, but is not limited
to, an assessor's programs for:

(1) Uniformity of treatment for all classes of property.
(2) Discovering and assessing newly constructed property.
(3) Discovering and assessing real property that has undergone a change in ownership.

(4) Conducting mandatory audits in accordance with Revenue and Taxation Code Section 469 and
Property Tax Rule 192.

(5) Assessing open-space land subject to enforceable restriction, in accordance with Revenue and
Taxation Code Sections 421 et. seq.

(6) Discovering and ng taxable possessory interests in accordance with Revenue and Taxation
Code Sections 107 et. seq.

(7) Discovering and assessing minera-producing properties in accordance with Property Tax Rule
469.

(8) Discovering and ng property that has suffered a decline in value.

(9) Reviewing, adjusting, and, if appropriate, defending assessments for which taxpayers have filed
applications for reduction with the local assessment appeals board.

(c) A finding of "sgnificant assessment problems,” as defined in this regulation, would be limited to the

purposes of Revenue and Taxation Code Section 75.60 and Government Code Section 15643, and
shall not be construed as a generalized conclusion about an assessor's practices.
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ASSESSOR'S RESPONSE TO BOE'S FINDINGS

Section 15645 of the Government Code provides that the assessor may file with the BOE aresponse to
the findings and recommendation in the survey report. The survey report, the assessor's reponse, if any,
and BOE comments on the assessor's responsg, if any, condtitute the final survey report.

The Imperial County Assessor's response begins on the next page. The CPTD saff has no comments
on the response,
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JOSE M. RODRIGUEZ, JR.
ASSESSOR

940 W. MAIN ST., SUITE 115
EL CENTRO, CA 92243-2874
TEL: (760) 482-4244

ROY D. BUCKNER FAX: (760)482--4243

ASSISTANT ASSESSOR SSESSOR
August 7, 2001
AR CRZIVED
State Board of Equalization AUG ¢ 0 2001
Property Tax Department '
P.O. Box 942879 . Cqunty Properiy imx Divisicn
Sacramento, CA 94279-0062 | State Board of Equalization

Re: Imperial County Assessment Practices Survey

Attn: Mr. Richard C. Johnson, Deputy Director

Dear Mr. Johnson:

Pursuant to Section 15645 of the California Government Code, the enclosed is our response to
the Board Assessment Practices Survey of our office and its twenty recommendations and
requests its inclusion with the final survey publication.

_-In reviewing the survey report, State Board of Equalization (Board) makes several supporting
statements of various assessment practices and procedures that are consistent with SBE
standards. Also, in this report the Board recognizes that this office “experiencing nearly 100
percent turnover of his appraisal staff — and a 25 percent turnover of his clerical staff —
the assessor has managed to produce recent assessment rolls timely despite heavy staff
turnover over the last two years.” I recognized that these past years have been somewhat
difficult and commend our office personnel for their dedication, professionalism, excellent
work and their commitment in serving our community.

Although we are in agreement with the majority of the Board’s recommendations, there are
some in which we feel our current practices are in compliance and practical.

We would like to express our sincere appreciation for the professional and courteous manner
in which the Board’s Survey Crew conducted themselves while surveying the office,
interviewing our staff and for their field review of our assessments. We regard the survey
process as a very important function of the Board and welcome their helpful recommendations
to guide us in our continuing efforts in providing fair and accurate assessment to the taxpayers
of Imperial County.

AN EQUAL OPPORTUNITY / AFFIRMATIVE ACTION EMPLOYER
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Our final observation is that our goal will always be to provide accurate, timely and fair
assessments while at the same time providing the highest level of benefit to our community
and the taxpayers we serve.

Sincerely,

WITAR

JOSE M. RODRIGUEZ, JR
Imperial County Assessor

Enclosure (1)



IMPERIAL COUNTY ASSESSOR

Response to State Board of Equalization
Assessment Practices Survey
August 2001

RECOMMENDATION 1: Limit disaster relief to no more than the value of the actual
damage pursuant to section 170(b)

RESPONSE: Our Disaster Relief procedures are currently being re-written to make sure that
our relief is in compliance with section 170(b). Copies will be given to each Supervising
Appraiser and Appraiser to ensure compliance.

RECOMMENDATION 2: Revise ‘the disaster relief notice to include the information
required by section 170(c)

RESPONSE: We are in the process in complying with this recommendation.

RECOMMENDATION 3: When processing disaster relief claims, include the month of
damage when calculating the new assessed value, as required by section 170(e)

RESPONSE: As noted in our response to Recommendation No. 1, we are in the process in re-
writing our disaster relief procedures. Included in these procedures will be a sample worksheet,
which will contain the date of the calamity.

RECOMMENDATION 4: Develop and implement a written policy for making cash
equivalent adjustments.

RESPONSE: Every appraiser has at his/her desk a copy of the AH 503 Cash Equivalent
Analysis Manual. Our goal is to condense this manual into a more useable daily policy
procedures and integrating it into our appraisal manual.

RECOMMENDATION 5: Develop written procedures for the decline-in-value program.

RESPONSE: Our goal is to develop a fully automated decline-in-value review program. The
application will identify the decline in value properties for their annual review and will permit
the appraiser to make online value changes after a supervising appraisers review. This program
will have a written policy and procedures manual. |

RECOMMENDATION 6: Annually review all parcels that have experienced a decline in
value, as required by section 51.

RESPONSE: As mentioned in this survey our office has experienced a high appraiser
turnover. This has prevented us from maintaining the required decline in value annual reviews
of property assessments. As stated in our response to Recommendation 5, our objective is to
develop an automated decline in value program, eliminating the current situation.



RECOMMENDATIION 7: Enroll and classify perennial crops as land.

RESPONSE: The Board in their preliminary Assessment Practice Survey Reports dating back
to the 70’s has, previously addressed the subject of treating asparagus as a perennial crop and
its assessment as part of the land value. Our contention then and now continues to be that the
asparagus crop does not attribute additional value to the land. We recognize that Rule 123 (b)
identifies and classifies the asparagus crop as being part of the land value. Paragraph (a) states
in short “For the specific items listed, the classification shown will be followed unless
there are persuasive distinguishing facts which warrants other classification”. This crop in
Imperial County has a growing productive life between 5 to 8 years with the majority being in
the 5-year range. Asparagus in Imperial County are subject to extreme climate conditions,
pests, diseases and economic uncertainty. In interviewing the local growers, their comments
are that this crop is economically a very volatile crop, labor intense and subject to year round
competition from Mexico and South America. Where ours has a limited productive and
marketing season from mid January to mid April. Our ongoing sale analyses of these properties
conclude a wide disparity range of values. Therefore, our position will continue to be in not
assessing the asparagus crop and will continue to monitor the market for any potential changes.
We appreciate the Board’s concern and recommendations.

RECOMMENADATION 8: Do not extend the exemption period for trees and vines beyond
the period provided by law.

RESPONSE: The assessor parcels/assessments the Board makes reference to in this survey
are not the result of extending the exemption period to those selected trees. Rather the case in
assessing them as replants. We believe this information was not properly communicated with
the Board and our records were not clear in identifying the appropriate information. We
recognize and comply with Article XIII, section 3(i), of the California Constitution. To avoid
this misunderstanding in future years we will make every effort to properly document all
pertinent data on our records.

RECOMMENDATION 9: Do not reappraise taxable possessory interest based on a renewal
possession used to value that possessory interest, as required by or extension until the end of
the reasonably anticipated term of section 61.

RESPONSE: We have so instructed our appraisal staff and are in the process of incorporating
this into our new policy/procedure manual.

RECOMMENDATION 10: Develop written procedures for the possessory interest
assessment program.

RESPONSE: We are in the process in doing this.

RECOMMENDATION 11: Enroll leach pads, tailing facilities, and settling ponds as separate
appraisal units.



RESPONSE: The remaining gold mining facility in Imperial County is in the process of
closing all of their operations by 2002. At this point we will continue with our current practice
and will act in accordance with the Boards recommendation upon the assessment of a new
mining operation.

REOMMENDATION 12: Review accounts in the current direct billing program and include
only those that have historically reporting stable value in the program.

RESPONSE: Our proposed policy and project for the direct billing program is to identify as
many accounts of less than $100,000 of assessed value that have a good and accurate history of
filing their annual 571 Business Property Statements. We will also include in this program all
accounts with arbitrary assessments. Furthermore, this policy will read that all accounts in the
direct billing program shall be field reviewed/audited within 4 years.

RECOMMENDATION 13: Bring the mandatory audit program to current status.

RESPONSE: This past year (2000-01) we participated for the first time in the AB 719
Property Tax Administration Program (PTA), completing 16 additional mandatory audits. Our
goal is to continue working the backlog of mandatory audits under this program. The office
policy and procedures will also emphasize that every mandatory account that is not complete
within the prescribed time, that we obtain from the taxpayer a signed waiver pursuant to
section 532.1

RECOMMENDATION 14: Prioritize those mandatory audits accounts where the property
owners refuse to sign waivers of the statue of limitation.

RESPONSE: We concur and will incorporate with this recommendation in our procedures
manual insuring a better tracking system.

RECOMMENDATION 15: Expand the non-mandatory audit program to include chronic
non-filing taxpayers and other businesses.

RESPONSE: This past year we worked an additional 46 non-mandatory audits under the PTA
Program. We have developed a system where the auditor appraisers identify and compile a list
of the accounts that meet the criteria for a non-mandatory audit. The criterion includes chronic
non-filers, taxpayer’s complaints, and substantial fluctuation in reporting cost and random
samplings. Our goal is to continue working non-mandatory audits under the PTA Program and
increasing the number of audits as time permits. ‘

RECOMMENDATION 16: Use the BOE’s index factors as intended.

RESPONSE: Our plans are to continue with our current practice in combining index factors.
Other assessors throughout the state commonly use this practice. This is done to simplify and
increase the productivity of business properties assessment with a negligible consequence to
the assessment and it accuracy.



RECOMMENDATION 17: Use the appropriate percent good factors for new and used
agricultural equipment.

RESPONSE: We agree and will implement the board’s recommendation.

RECOMMENDATION 18: Annually review manufactured home values to identify decline
in value.

RESPONSE: We have purchased and started using the National Automobile Dealers
Association (N.A.D.A) computerized Manufactured Housing Appraisal Guide, as a tool to
compare our assessments for possible declines in value. In addition, we have taken the Board’s
suggestion and have advised the Auditor-Controllers Office that manufactured homes are
classified as personal property and are not subject to special assessments.

RECOMMENDATION 19: Improve the coordination of apartment personal property
assessments between the real property and business property division.

RESPONSE: Regardless of system we implement, we are still human and are bound to make
mistakes. I believe our current communication and coordinating efforts between these sections
are well established. But, will make every effort to improve.

RECOMMENDATION 20: Review the exemption status of historical aircraft.

RESPONSE: We agree and will ensure compliance of section 220.5 having current exemption
forms in file.





